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USE iFILE OR EFT TO FILE YOUR
WITHHOLDING TAXES

GO PAPERLESS!!
iFile is a convenient and fast way to pay taxes. After
you enter the tax information, simply click your
mouse and your tax return is filed. This service is
available 24 hours a day and you will instantly
receive a unique confirmation number for your filing.

iFile offers advance scheduling of your payment.
You pick a time that is convenient for you to file and
pay withholding, sales and use, and corporate
income taxes.

iFile provides 12 months of payment history for
withholding and sales and use taxes. Best of all the
on-line history section alerts you of any unfiled or
unpaid months.

Find out more.
Visit our website for details.

Business iFile
www.tax.virginia.gov

 

ELECTRONIC FUNDS TRANSFER
EFT

Although Virginia law requires certain taxpayers to submit payments using EFT (see page 7), the Virginia
Department of Taxation encourages all businesses to submit tax payments voluntarily by EFT. EFT is a safe
and secure method of ensuring tax payments are received by the Department in a timely and efficient manner.

Payment by EFT is available for withholding, sales and use, and corporate income taxes.

You can download the complete EFT guide from our website at www.tax.virginia.gov or call to request a
copy at (804) 440-2541 or write to us at P. O. Box 1317, Richmond, VA 23218-1317.

Quick As A Click

 

GO PAPERLESS!!
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FREE INTERNET FILING

FAST. EASY. SECURE.



Introduction
This publication contains general information regarding withholding of Virginia income tax from wages. You should use this
booklet as a reference guide, not as a substitute for the complete tax law provided by the Code of Virginia or the regulations
promulgated by the Department of Taxation.

What�s New
Withholding Changes - Beginning January 1, 2005, the withholding formula used to determine employee state income tax is
changing to account for increases in the personal exemption and the standard deduction amounts. The personal exemption
amount of $800 increases to $900, except for the additional personal exemptions allowed for taxpayers age 65 and over and
for the blind, which remain at $800. In addition, the standard deduction for every married individual (filing separately or joint)
increases from $2,500 to $3,000. As a result, the standard deduction amount of $2,500 previously used to compute withholding
increases to $3,000.
In addition, the filing thresholds will increase for the 2005 taxable year. These increases will affect whether an employee may
elect not to have Virginia income tax withheld from his or her wages. The filing threshold increases are as follows:

� The filing threshold for single taxpayers increases from $5,000 to $7,000;
� The filing threshold for married taxpayers filing jointly increases from $8,000 to $14,000; and,
� The filing threshold for married taxpayers filing separately increases from $4,000 to $7,000.

As a result of these changes, the Form VA-4 Virginia Employees Income Tax Withholding Exemption Certificate and the Form
VA-4P Virginia Withholding Exemption Certificate for Recipients of Pension & Annuity Payments have been revised.

� Any employee who expects his or her annual Virginia Adjusted Gross Income to be less than the new filing threshold
and who wants to elect not to have Virginia income tax withheld from his or her wages must complete a new Form VA-4
or Form VA-4P.

� In addition, if you are using the withholding formula, employees claiming exemptions for being age 65 and
over, or blind, must complete a new VA-4 or VA-4P.

The revised VA-4 and VA-4P are available for downloading at www.tax.virginia.gov or by calling our Forms Request Unit at
804-440-2541. The new withholding formula and the new withholding tables are provided in this booklet.

Payroll Service Providers � Effective July 1, 2004, all persons who act on behalf of 100 or more employers to remit individual
income tax withholding payments imposed pursuant to § 58.1-460 et seq. of the Code of Virginia are required to remit such
withholding to the Virginia Department of Taxation using ACH Credit transactions. For further information, refer to § 58.1-202
et seq. of the Code of Virginia or to the Department�s EFT Guide, which can be downloaded at www.tax.virginia.gov .

Format For Annual W-2 Electronic Submissions � Magnetic Media Reporting and Electronic filing format MMREF-1,
created by the Social Security Administration (SSA), is the only format acceptable for submitting annual W-2 information to
TAX electronically. Magnetic Media Filing Instructions can be downloaded at www.tax.virginia.gov .

Federal / State Combined Form 1099-R Reporting � Virginia participates in the Federal / State combined Form 1099-R
reporting processing program. Employers who plan to use this program must notify the Department of Taxation in writing of
their intention by February 15, 2005. Mail to: Department of Taxation, W-2 Processing, P.O. Box 1278, Richmond, VA
23218-1278.

Where To Get Forms And Assistance
Visit Our Website At: www.tax.virginia.gov and use your computer to:
! download forms and instructions ! get filing information
! iReg � register your new business ! iFile � file employer withholding and sales and use tax on-line
! review answers to frequently asked questions ! e-mail us your questions

Order Forms By Telephone
Call the Forms Request Unit at 804-440-2541. You can place orders 24 hours a day.

Submit A Written Request
Send your inquiry to: Customer Service, P.O. Box 1115, Richmond, VA 23218-1115.
Please do not send returns or payments to this address.

Call or Visit Our Offices
Call or visit our Central Office or Norfolk District Office. The addresses and telephone numbers are listed below. Customer
service hours are from 8:30 a.m. to 4:30 p.m., Monday through Friday.
Main Office ............................... (804) 367-8037 Norfolk District Office ............. (757) 455-3810
3600 West Broad Street, Richmond, VA 23230 7 Koger Center, Suite 101, Norfolk, VA 23502

Tenemos servicios disponible en Español
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Registering For A Withholding Tax Account

Who Must Register
You must have a Virginia withholding account if you have an
employee earning income while in Virginia. This includes a
person or business that pays wages or salaries for services
performed in Virginia or pays pensions or annuities to Virginia
residents.

Visit our website at www.tax.virginia.gov to register your
business. You may also register with the Virginia Employment
Commission (VEC) at the same time you register your
business on-line with the Department of Taxation.

Registering on-line has many advantages. It is fast, easy,
secure, and most of all reduces errors. You also have the
ability to save your registration and complete it at a later
time.

   

Business iReg
www.tax.virginia.gov

Or
Manually complete Form R-1 (Combined Registration
Application). For quicker processing, provide all the
requested information and mail your completed application
to:

Department of Taxation
Registration Unit

P.O. Box 1114
Richmond, VA 23218-1114.

When To Register
Register your business before withholding begins. If you have
not registered by the date your first tax payment is due, you
may send the payment with your Form R-1 and a letter
explaining what period the payment covers. You will be sent
preprinted withholding tax returns after processing of your
Form R-1 is complete. If you do not register in time to receive
preprinted returns, you are still required to make your tax
payments on time.

Filing Status
If your estimated total You are required

withholding is: to file:
$300 or less per quarter quarterly
$301 to $2,999 per quarter monthly
$3,000 or more per quarter semiweekly

After you have registered, your account will be reviewed each
year and your filing period adjusted accordingly. If your filing
frequency changes, you will receive a letter of notification
and returns for the appropriate filing frequency will be mailed
to you. Filing status changes are effective on January 1 of
each year and remain in effect until the following January 1.

For businesses operating on a seasonal basis or paying
wages or salaries only during certain months of the year,
complete the �Seasonal Business� section when registering
using iReg or on Form R-1. Your business will be assigned a
seasonal filing status and you will be sent returns only for
the months selected.

Your Virginia Account Number
The Virginia account number assigned by the Department
of Taxation will serve as the identification number for your
withholding tax account and for your other major business
tax accounts. Please use your account number on any
returns, checks, or correspondence you send to us.

Because your registration information also includes your
Federal Employer�s Identification Number (FEIN), it is helpful
if you also include that number on forms and correspondence.
If the Internal Revenue Service assigns a new FEIN to your
business because of a reorganization, change in business
type, or change of ownership, you must file Form R-1 and
obtain a new Virginia account number.

You should have only one Virginia account number. If you
have more than one account number and do not know which
one is correct, please contact us at (804) 367-8037. If you
acquire another employer�s business, do not use that
employer�s account number. Instead, complete Form R-1
and file it with a statement explaining the change in
ownership.

Registration Changes
Use Form R-3, Registration Change Request, to notify the
Department of Taxation when:

! your business name or address changes;
! you no longer have employees; or
! you close your business.

Do not use Form R-3 to report a name change that results
from a change in ownership. Instead, file Form R-3 to close
the former owner�s account and file Form R-1 to obtain a
Virginia account number for the new owner. In the case of a
corporate merger, a copy of the merger statement should
be attached to Form R-3.



Virginia Withholding Tax Forms And Due Dates

Form Title Description/Due Date

Employer Forms

Employee Forms

For timely filing, your return must be postmarked or received on or before the due date. Use iFile instead of mailing to avoid
late filing penalties and interest . iFile tax filings are received instantaneously and you can schedule your payment early in the
month so you will never be late.

Visit our website, www.tax.virginia.gov, to learn more.
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Who Must Withhold Virginia Income Tax
Who Is An Employer
As a general rule, any person or entity that meets the
definition of �employer� below, must withhold Virginia income
tax. An employer is generally a person or entity that pays
wages to employees for services performed in Virginia or
makes pension or annuity payments to residents of Virginia.

The term �employer� includes the following:

! An individual, fiduciary, partnership, association, joint
enterprise, or corporation for whom an employee
performs services;

! The Commonwealth of Virginia, or any political
subdivision thereof, or any agency or instrumentality
thereof;

! The United States or any agency or instrumentality
thereof; and

! Payors of pensions or annuities to residents of
Virginia, except that financial institutions are not
considered employers with respect to payments from
Individual Retirement Accounts (IRA) or simplified
employee pension funds (SEP).

An employer is generally subject to the Virginia
withholding requirements if the employer is:

! A resident of Virginia; or
! Doing business in Virginia; or
! Domesticated under the laws of Virginia relating to

the domestication of foreign corporations; or
! Making payments of wages or salaries to employees

for services performed in Virginia; or
! Making pension or annuity payments to residents of

Virginia.

Conformity To Federal Definitions
The determination of whether an employer-employee
relationship exists for purposes of Virginia withholding
requirements is made under federal law (U.S. Treasury Reg.
§31.3401(c)-1). Anyone classified as an employer for federal
purposes is also an employer for Virginia purposes.

Courtesy Filers
An employer who is not otherwise subject to the Virginia
withholding requirements, but wishes to withhold Virginia
income tax as a courtesy to employees who reside here, may
register for an account number. Once registered, the employer
will be subject to the same filing requirements as all other
Virginia employers.

Who Is An Employee
The term �employee� includes:

! An individual (resident or nonresident) who performs
or performed services in Virginia for wages;

! A resident of Virginia who performs or performed
services outside Virginia for wages;

! An officer, employee, or elected official of the United
States, or any other state or territory, or any political
subdivision thereof, or the District of Columbia, or
any instrumentality or agency of the governments
listed;

! An officer of a corporation;
! A resident of Virginia who receives pension or annuity

payments

An employee is generally subject to Virginia income tax
withholding if any of the following conditions are met:

! The individual receives taxable wages for services
performed in Virginia and is not eligible for an
exemption from withholding;

! The individual is a resident of Virginia who receives
taxable wages for services performed outside
Virginia and does not qualify for an exemption from
withholding;

! The individual is a resident of Virginia and receives
pension or annuity payments or both from which
federal income tax has been withheld (except IRA
and SEP payments) and is not eligible for an
exemption from withholding.

See �How to compute the Withholding Tax� for additional
information.

Taxable And Exempt Payments

Payments Subject To Withholding
Virginia law conforms to the federal definition of income
subject to withholding. Virginia withholding is generally
required on any payment for which federal withholding is
required.

This includes most wages, pensions and annuities, gambling
winnings, vacation pay, bonuses, and certain expense
reimbursements.

Payments Exempt From Withholding
Payments that are exempt from federal withholding are also
exempt from Virginia withholding. In addition, the following
payments are exempt from Virginia withholding:

! Payments made for acting in or serving as a crew
member for movies, television series, commercials,
or promotional films that are filmed totally or partially
in Virginia by an employer that conducts business in
Virginia for less than 90 days and that edits,
processes and markets the completed project
outside Virginia.

! Payments made from an Individual Retirement
Account (IRA) or simplified employee pension plan
(SEP).

! Payments made to nonresident employees of rail
carriers, motor carriers, and water carriers.

! Payments made to resident and nonresident
merchant seamen.
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Payments To Nonresidents Under Reciprocity
Agreements
When you make wage or salary payments to a nonresident
for services performed in this state, you must usually withhold
Virginia income tax in the same manner as you would for a
resident.

Virginia has entered into reciprocity agreements with other
states for individuals who earn income in states other than
their states of residence. The agreements allow those
individuals to be taxed only by their state of residence on
earned or business income, provided that certain conditions
are met. The terms of the agreements eliminate a
nonresidents liability for Virginia income tax, as well as the
requirement for withholding from payments made for services
performed in Virginia.

Current reciprocity agreements affect Virginia withholding
requirements for residents of the following states: Kentucky,
the District of Columbia, Maryland, West Virginia and
Pennsylvania. Withholding provisions for residents of these
states who work in Virginia are described below.

Kentucky and the District of Columbia:

Wage and salary payments to residents of these states are
not subject to Virginia withholding if the employees commute
daily to a place of employment in Virginia.

Maryland, West Virginia, and Pennsylvania:

Wage and salary payments made to residents of these states
are not subject to Virginia withholding if the employees meet
the following conditions:

! The employee maintains a legal domicile in another
state and lives in Virginia less than 183 days of the
taxable year (or does not live in Virginia at all)

! The only Virginia source income received during the
year was from salaries or wages; and

! The Virginia source income is subject to taxation by
the individual�s state of residence.

Any nonresident who is exempt from Virginia withholding
under a reciprocity agreement must indicate this on the Form
VA-4, Employee�s Exemption Certificate, filed with his or her
employer.

Payments To Other Nonresidents
Payments to the following nonresidents for services
performed in Virginia are subject to withholding.

! Residents of non-reciprocity states. This includes
residents of neighboring states (Tennessee and
North Carolina) for which Virginia has no reciprocity
agreement in place, as well as residents of other
states who are working in Virginia on a temporary
basis.

! Residents of Kentucky, the District of Columbia,
Maryland, West Virginia, and Pennsylvania who do
not meet the conditions for exemption under
Virginia�s reciprocity agreements with those states.

Partially Exempt Employment
If an employee performs both taxable and nontaxable
services for an employer - for example, services performed
both in and outside Virginia - the entire payment for those
services is subject to Virginia withholding if at least one-half
of the services are taxable. If less than one-half of the
employee�s time is spent in services not subject to
withholding, the entire payment is exempt.

Employee Withholding Exemption Certificates

Use Of Exemption Certificates
To compute Virginia withholding tax for payments made to
an employee, you need to know the number of personal
exemptions the employee can claim. The employee gives
you this information on Form VA-4, Virginia Employee�s
Income Tax Withholding Exemption Certificate. An employee
would also use Form VA-4 to tell an employer that he or she
is exempt from Virginia withholding. Recipients of pension
and annuity payments use a different certificate, Form VA-4P,
to report their exemption information to their payors.

Keep exemption certificates in your records to support your
computation of Virginia withholding tax for each employee.
Do not send the certificates to the Department of Taxation.

You must use the Virginia exemption certificates for
computing Virginia withholding. Federal certificates (Forms
W-4 or W-4P) may not be substituted.

Filing Exemption Certificates
Employees must file Form VA-4 with you when their
employment begins. Form VA-4P should be filed before
pension or annuity distributions begin. If no Form VA-4 or
VA-4P is filed, withhold Virginia income tax as if no
exemptions had been claimed. A new Form VA-4 or Form

VA-4P must be filed if the employee�s allowable number of
exemptions changes or if an employee previously exempt
from Virginia income tax becomes subject to the tax. The
form should be filed within ten days of the employee�s change
in status.

Claiming Exemptions
The employee must complete the Personal Exemption
Worksheet to determine the allowable number of exemptions
for withholding purposes. An employee may not claim more
than the number of personal exemptions that he or she is
entitled to claim for purposes of filing an individual income
tax return, unless the Department has authorized additional
exemptions in writing.

In cases where an employee will be claiming a large amount
of itemized deductions on his or her income tax return, basing
the withholding computation on the usual number of allowable
exemptions may result in withholding too much tax. If an
employee can show that such withholding has resulted in a
refund of $300 or more for the preceding tax year, he or she
may write to the Department of Taxation, P.O. Box 1115,
Richmond, VA 23218-1115 to request permission to claim
additional withholding exemptions. The letter should include
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the employee�s name, social security number, estimated
Virginia taxable income for the year, gross wages per pay
period, and number of pay periods.

If you believe that an employee has claimed too many
exemptions, please send a copy of the employee�s Form
VA-4 to the Department of Taxation, P.O. Box 1115,
Richmond, VA 23218-1115, and request a review of the
information. We will notify you in writing whether you may
accept the Form VA-4 as filed or whether the employee must
file a new Form VA-4.

Additional Withholding
If an employee wants to have an additional amount of tax
withheld from each paycheck, and you agree to do so, the
employee must indicate the additional amount on Form VA-4
or Form VA-4P. If you do not agree to withhold additional
tax, the employee may need to make estimated tax
payments.

Exemption From Withholding
An employee is exempt from Virginia withholding if he or
she meets any of the conditions listed on Form VA-4 or VA-4P.
The employee must file a new certificate each year to certify
the exemption. Be sure to keep copies of any certificate
claiming exemption from withholding.
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How To File And Pay The Tax

Payment By Electronic Funds Transfer (EFT)
Electronic funds transfer (EFT) is a convenient alternative
for making your withholding tax payments. By using EFT,
you can transfer funds from your bank account to ours without
having to write a check. If you are interested in making EFT
payments for your withholding or other business tax accounts,
you can download an Electronic Funds Transfer (EFT) Guide
from our website at www.tax.virginia.gov or you may
request a copy by contacting our Forms Request Unit at (804)
440-2541, faxing us at (804) 236-2779, or writing to P.O.
Box 1317, Richmond, VA 23218-1317.

Mandatory EFT Payments
Any business with a monthly tax liability that exceeds $20,000
for withholding, sales, use, or corporate income taxes must
pay their state taxes by EFT. The $ 20,000 threshold amount
applies to each tax separately. If you are required to pay by
EFT, you will receive a notice from the Department with
instructions for setting up your EFT account.

Taxpayers who are required to pay by EFT but fail to do so
will be subject to penalties.

Filing And Paying By Mail
Your coupon booklet contains mailing labels for filing your
withholding tax returns. If you are using blank or replacement
returns, or you are using software to generate your
withholding forms, mail your return and payment to
Department of Taxation, P.O. Box 27264, Richmond, VA
23261-7264.

Filing Instructions
After registering, we will provide you with a coupon booklet
containing your necessary returns. The booklet will also
include line item instructions for completing the returns. In
addition, withholding returns and instructions are also
available on our website at www.tax.virginia.gov.

How Often To File
Your filing status is determined by the average amount of
income tax that you withhold each month. When you register
your business for withholding tax, you are asked to estimate
this figure so the Department can assign a filing status. Based
on that information, we assign a quarterly, monthly,
semiweekly, or seasonal filing status. In addition, all
employers must file an annual summary. You are not
responsible for monitoring your monthly tax liability to see if
a status change is needed. The Department reviews each
account annually and makes any necessary changes.
Notices of change in filing status are usually mailed during
December of each year and become effective on January 1.

Liability For Filing - After you register for a withholding tax
account, you must file a return for every period during which
the account remains open, even if there is no tax due. If you
do not expect to pay wages for an extended period of time,
you may want to close the account until you begin paying
wages again.

Extensions Of Time For Filing And Payment - The
Department will grant a reasonable extension of time for filing
and/or payment when good cause exists. You must apply for
an extension in writing before the due date of the applicable
return. If the time for payment is extended, we will assess
interest on the tax due from the original due date through
the date of payment.

Semi-Weekly Filing
If your average monthly liability is $1,000 or more, we will
assign a semiweekly filing status to your account.

If the Virginia income tax withheld as of the close of any
federal period is more than $500, a payment must be made
within three banking days. Federal cutoff days for withholding
deposits are generally Tuesday and Friday of each week.
Semiweekly payments are usually made on Form VA-15 or
by EFT.

At the end of each calendar quarter, you are required to file
a reconciliation on Form VA-16, along with payment of any
remaining tax due for the quarter. In addition, if the due date
for Form VA-16 falls within three days of the due date of a
current month�s semiweekly payment, the current payment
is included on Form VA-16.
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Special Rule For Semiweekly Filers - Semiweekly filers
are required to file a summary for each calendar quarter on
Form VA-16. The total payments made for the quarter are
subtracted from the actual tax withheld, and any remaining
balance due is paid with the return. If the balance of tax due
is more than 10% of the total tax liability for the quarter, a
late payment penalty will be assessed on the amount over
10%.

Monthly Filing
If your average monthly withholding tax liability is over $100
but less than $1,000, a monthly filing status will be assigned.

For months that close a calendar quarter, file Form VA-5 or
pay by EFT by the last day of the following month. For months
that do not close a calendar quarter, file Form VA-5 or make
your EFT payment by the twentieth day of the following month.
A list of the due dates for monthly returns is shown below.

Month Due Date Month Due Date
January February 20 July August 20
February March 20 August September 20
March April 30 September October 31
April May 20 October November 20
May June 20 November December 20
June July 31 December January 31

Any tax due must be paid at the time you file Form VA-5. You
must file a return for each month even if there is no tax due.
When using iFile, you can submit your return at any time
before the due date and schedule payment for any date up
to the due date.

Quarterly Filing
If the average monthly withholding tax liability is $100 or less,
we will assign a quarterly filing status to your account.
Quarterly returns must be filed on Form VA-5, with full
payment for the tax due, or EFT payments for the tax due
must be made on the last day of the month following the
close of the quarter.

A list of the return due dates is given below.

Quarter Ended Due Date
March 31 April 30
June 30 July 31
September 30 October 31
December 31 January 31

You must file a return for each quarter even if there is no tax
due. EFT filers must submit a return only if there is no tax
due.

Seasonal Filing
As a seasonal filer, you are required to file returns for the
months you designated when you registered, even if there is
no tax due. Seasonal returns are filed on Form VA-5 and are
due at the normal monthly filing dates. To change the
designated months, write to the Registration Unit, P.O. Box
1114, Richmond, VA 23218-1114.

Annual Summary, Form VA-6
Every employer must file an annual summary on Form VA-6
or file using iFile at www.tax.virginia.gov.

Form VA-6 is due on February 28. If you close your account
before the end of the year, you must file Form VA-6 within
thirty days of the last month in which you pay wages. When
filing Form VA-6, you must attach copies of any federal
income statement form from the W-2 or 1099 series that
reflects Virginia income tax withheld. The federal forms
usually required are Forms W-2, W-2G and 1099-R.

Employers who furnish 250 or more employee wage
statements (W-2 forms) must submit the W-2s by magnetic
media.

Magnetic Media Reporting - The Department of Taxation
accepts cartridge, CD and diskette filing of W-2 information
only. See Virginia Magnetic Media Specifications for additional
information. Download the Virginia Magnetic Media
Specifications at www.tax.virginia.gov.

When filing by magnetic media, send your submission with
Form VA-6 or iFile VA-6 confirmation and a copy of the
Virginia Transmittal Form to: Department of Taxation, W-2
Processing, P.O. Box 1278, Richmond, VA  23218-1278.

NOTE: Submitting W-2 information to the Department of
Taxation does not take the place of filing state employment
data. That information must be transmitted separately to the
Virginia Employment Commission.

Form 1099 Requirements - You are required to file copies
of Form 1099 with the Department when the forms show
Virginia income tax withheld. If you participate in the
combined Federal / State Filing Program (CF/SF) for 1099-R,
you do not need to file the form with Virginia, however, you
must notify the Department by letter by February 15, 2005,
of your intent to participate in the program. The letter should
be mailed to: Virginia Department of Taxation, W-2
Processing, P. O. Box 1278, Richmond, Virginia 23218-
1278. See Federal Publication 1220 for information on how
to participate. The filing of all other information returns with
the IRS is adequate for purposes of complying with Virginia
filing requirements.

Adjustments To Returns
If you overpay your withholding tax, you may claim a credit
on your return for the next period or request a refund. Refund
requests should be mailed to Department of Taxation, P.O.
Box 1115, Richmond, VA 23218-1115. The Department will
allow a refund only if the tax in question was not actually
withheld from an employee�s wages. Claims for credit or
refund must be filed within three years from the due date of
the return for the period in which the overpayment occurred.
If you underpay your tax, report the underpayment on your
next return and attach a detailed explanation. If the
underpayment is not discovered until the end of the calendar
year, you should pay the tax with your annual summary, Form
VA-6.

Late Filing Penalty
The penalty for filing a withholding return after the due date
is 6% of the tax due for every month or part of a month that
the return is late. The maximum penalty is 30% of the tax
due. The minimum penalty is $10.00. The minimum penalty
applies even if there is no tax due.
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Record Keeping Requirements
Your withholding tax records should include:

! The amounts and dates of wage payments made to
each employee;

! The amounts and dates of all Virginia income tax
withheld from each employee;

! The name, address, social security number, and
period of employment for each employee;

! An exemption certificate (Form VA-4 or Form VA-4P)
for each employee;

How To Compute The Tax

! Your account number and the amounts and dates of
all tax payments made to the Department of Taxation;
and

! A list of employees claiming exemption from
withholding, including social security numbers.

Keep all records for at least three years after the due date to
which they relate or the date the tax was paid, whichever is
later.

Tax Tables And Formula
Tables for computing the tax, based on weekly, biweekly,
semimonthly, monthly, and daily or miscellaneous pay periods
are provided starting on page 11. To use a table, select the
appropriate wage bracket in the left-hand column, then the
number of exemptions from the top of the table to arrive at
the amount of tax to be withheld. The tax amounts listed in
the tables are rounded to the nearest dollar. To compute the
exact amount of tax to be withheld, use the formula shown
on page 10.

Determining The Payroll Period
For purposes of computing withholding, �payroll period�
means the period of service (weekly, monthly, etc.) for which
you normally pay wages. You should use the same period
that you use for federal withholding tax purposes. If you have
a regular payroll period, use that period for computing the
tax, even if your employee does not work for the entire period.
If you do not have a regular payroll period in place, compute
the tax using the Daily or Miscellaneous Payroll Period
withholding table. Special instructions for using that table are
given below.

For a period of less than one week, you may compute the tax
using a weekly payroll period, provided the employee signs a
statement certifying that he or she has not worked for any
other employer for wages subject to withholding in that
calendar week.

Using The Daily Or Miscellaneous Withholding
Table
To compute the tax using the Daily or Miscellaneous Payroll
Period withholding tax table:

(a) Count the number of days in the period covered by the
payment, including Saturdays, Sundays, and holidays. If
the wages are not related to a specific period of time (for
example, commissions paid upon completion of a sale),
count the number of days back from the payment date to
the latest of the following dates:

1. the last wage payment made to that employee in the
same calendar year;

2. the date employment began, if that date falls in the
same calendar year; or

3. January 1 of the year in which you are making the
payment.

(b) Divide the wage payment by the number of days
computed under (a). This amount is the average daily
wage.

(c) Locate the average daily wage amount in the left column
of the Daily or Miscellaneous table, then compute the
daily tax by selecting the appropriate number of
exemptions from the top of the table.

(d) Multiply the daily tax by the number of days computed
under (a) to compute the tax for the pay period.

Nonperiodic Payments
Pension And Annuity Payments - If the payment is subject
to mandatory federal withholding of 20% or 28% or if payments
are not made on a regular basis, withhold Virginia tax at a
rate of 4%.

Vacation Pay And Bonuses - If vacation pay or bonuses
are included with a regular wage payment, add those amounts
to the gross wages for the period and withhold tax on the
entire total using the withholding tax tables or formula. If the
payments are not included with regular wage payments,
compute the tax as described under �Supplemental Wage
Payments.�

Supplemental Wage Payments - Add supplemental
payments (such as commissions, overtime, back pay, and
certain reimbursements) that are included with a regular wage
payment to the gross wages and withhold tax on the entire
total, using the withholding tax tables or formula.

Late Payment Penalty
The penalty for late payment of withholding tax is the same
as the late filing penalty (6% per month), and the same
minimum and maximum amounts apply. However, the late
payment penalty does not apply to any month for which the
late filing penalty has already been assessed. Therefore, the
total combined penalties for late filing and late payment

cannot exceed 30% of the tax due, and the minimum penalty
of $10.00 can be assessed only once.

Interest
If tax is paid after the due date, even with an approved
extension, interest is accrued on the tax due from the due
date through the date of payment. The interest rate is the
federal underpayment rate established under Internal
Revenue Code Section 6621, plus 2%.
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If the supplemental wage payment is made separately,
compute the tax as follows:

(a) Add the supplemental payment to the regular wages for
the current payroll period or to the wages for the last
regular payroll period in the same calendar year.

(b) Compute the tax on the total from (a) using the withholding
tax tables or formula.

(c) Compute the tax on the regular wages alone.

(d) Subtract the tax computed in (c) from the tax computed
in (b). This is the amount that should be withheld from
the supplemental payment.

If, however, supplemental wages are paid and tax has been
withheld from the employee�s regular wages, the employer
may determine the tax to be withheld by using a flat
percentage rate of 5.75%, without allowance for exemption
and without reference to any regular payment of wages.

Other Methods For Computing The Tax
Virginia law allows the Tax Commissioner to approve the use
of computation methods other than the formula and tables
provided in this booklet. To apply for permission to use an
alternative method, write to the Tax Commissioner, Virginia
Department of Taxation, P.O. Box 2475, Richmond, VA
23218-2475. The requested method must result in
substantially the same amount of tax withheld as you would
compute using the tables or formula.

Because of several differences between Virginia and federal
income tax laws, it is not possible to correctly compute the
Virginia tax to be withheld by using a method comparable to
the federal �percentage method� or by using a set percentage
of the federal tax withheld to determine the Virginia tax
amount.

Formula For Computing Tax To Be Withheld
Legend
G = Gross pay for pay period
P = Number of pay periods per year
A = Annualized gross pay (G x P)
E1 = Personal and Dependent Exemptions
E2 = Age 65 and Over & Blind Exemptions
T = Annualized taxable income
W = Annualized tax to be withheld
W/H = Tax to be withheld for pay period

Example

John claims exemptions for himself, his wife, and their three
children for withholding tax purposes. He is paid on a
semimonthly basis, and his gross wages for this pay period
were $725.

1. (G)P - [3,000 + (900)E1] = T
(725)24 - [3,000 + (900)5] = T
17,400 - 7,500 = 9,900

2. T is over $5,000, but not over $17,000
$120 + 5% of $4,900 = W
$120 + $245 = $365

3. W ÷ P = W/H
$365 ÷ 24 = $15.21

The tax to be withheld for the current period is $15.21.

Pay Period Conversion Table (P)

Annual =   1 Semimonthly =   24
Semiannual =   2 Biweekly =   26
Quarterly =   4 Weekly =   52
Monthly = 12 Daily = 300

Formula

1. (G)P - [$3,000 + (E1 X $900) + (E2 X 800)] = T

2. If T is: W is:

Not over $3,000 2% of T

Over But not Over Then

$3,000 $5,000 $60 + (3% of excess over $3,000)
$5,000 $17,000 $120 + (5% of excess over $5,000)
$17,000 $720 + (5.75% of excess over $17,000)

3. W  ÷  P = W/H

Quick As A Click

 

www.tax.virginia.gov
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Withholding Tables for
Wages Paid
on or After

January 1, 2005
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Daily Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004



Daily Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004

If wages are in excess of the maximum amount shown above,
compute 5.75% of such excess and add to the last amount in the applicable column.
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Weekly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004
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Weekly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004

If wages are in excess of the maximum amount shown above,
compute 5.75% of such excess and add to the last amount in the applicable column.



16

Semimonthly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004



17

Semimonthly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004

If wages are in excess of the maximum amount shown above,
compute 5.75% of such excess and add to the last amount in the applicable column.
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Biweekly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004
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Biweekly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004

If wages are in excess of the maximum amount shown above,
compute 5.75% of such excess and add to the last amount in the applicable column.
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Monthly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004



Monthly Payroll Period
Virginia Income Tax Withholding Table

For Wages Paid After December 31, 2004

If wages are in excess of the maximum amount shown above,
compute 5.75% of such excess and add to the last amount in the applicable column.
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